State Hmployees’ Credit Union

Adimmittagtive Offfices

THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM:
¢/o Ms. Jennifer J. Johnson, Secretary
20™ Street and Constitution Avenue NW
Washington DC 20551
October 25, 2011

RESPONSE TO PUBLIC COMMENT REQUEST
DOCKET No. R-1433 and RIN No. 7100 AD 83

Dear Ms. Johnson:

Thank you for requesting public comment on proposed amendments to Regulation D, Reserve Requirements of Depository
Institutions. As stated in the request, “the proposed amendments are designed to reduce the administrative/operationall costs
associated with reserve requirements for both depository institutions and the Federal Reserve."

We believe the Federal Reserve should take this opportunity to make one simple, significant, additional change in
Reg D which will greatly improve financial account management for the American consumer.

Specific reference is to §204.2(d)(1) in defining Savimgs Depasits. In this section Regulation D limits the number of
“convenient” transfers and withdrawals from savings accounts to not more than six per month. This limitation on
convenient transfers and withdrawals has existed, in one form or another, since 1982. According to Section 19 of the Federal
Reserve Act, the Board must maintain the capacity to distinguish between transaction accounts and savings deposits for the
purpose of imposing reserve mreguirements.

Due to technological advances, the ability for consumers to make payments and transfers online (internet), via telephonic
means (phone calls and touch tone voice units), at point-of-sale terminals and through the Automated Clearing House (ACH)
has become widely available. The increased use of these electronic, convenience channels has enabled financial imstitutions
to maintain lower costs for delivery of financial services to consumers. The current Reg D “convenient transfer” liimitation
unnecessarily restricts consumers from being able to easily access their OWN funds for their OWN use. Reg D imposes an
undue compliance burden and unnecessary financial costs on both institutions and consumers alike.

Financial institutions encourage consumers to use convenient services such as ATMs, internet, and voice response systems
to facilitate cost efficient transfer of funds among consumer accounts. The current Reg D recognizes that transactions at
ATMs are generally transfers among the depositor's own accounts and does not impose any convenience limitations on ATM
transactions. Likewise, preauthorized transfers from a consumer’s savings account to the consumer’s loan account are not
limited in any fashion.

Applying this same logic, the Board should consider removing the limitations on internal transfers (payments and
deposits) made by consumers among their own accounts within the same financial institution. Transfers or payments
to THIRD PARTIES would still be restricted and included within the limited transactions rule. The unnecessary burden of
tracking HOW transfers by consumers are performed between and among their OWN accounts would be eliminated.

A proposed change in Reg D, requiring little more than a “strike through® in an existing regulatory phrase, is
included as an attachment for your consideration. We believe that all institutions and all consumer accountholders will
greatly welcome this simple regulatory adjustment.

Consider the rule change as “QE-4” — Qualitative Easing 4 the People!

Thank you again for the opportunity to comment on the proposed changes to Regulation D. We look forward to the Board's
consideration of these changes to further reduce the administrative and operational costs associated with reserve
requirements and the unnecessary limitation of consumer access to their OWN funds via convenient channels.

Sincerely,

Sua Ak Douglas
Senilor Vice President
Electronic Systems & Risk Mamnagement
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Reg D — Proposed Amendment
Consumer Flexibility Adjustment

SUMMARY': We propose including the following changes in the proposed amendment to Regulation D, §204.2(d)(2):

(2) The terrm “savimgs depasitt” also meanss: A depasitt or acoaumf, sudh as an accaunt commuotyy known as a passthook
savimgs aconimf, a stataneant savings acoaumf, or as a momsy mariket depassit acooumt (MWINRY), that othemidiee meets
the requiresreetrsts of §2OM224Y)1) and from which, undar the termmss of the depuwssit comteatt or by prautitee of the
depassitoyy instititibon, the depasitor is pemittéed or autfwiieed to make no mare tham six tramsfess and withdfieavelss, or a
comttiragition of such travsffess and/ withdfesvald's, per calemtzar momth or statkemeent cydke (or similiar pertat)) of at /east
four weeliss, to-anatfirsr-acomini—(incldiveg-a—transatiior—acoawn))-ofthe—depasitor-at-the-savme—insiituiion—or to a fihird
panty by meanss of a premutborized or automeditic tramstéer, or tefepifoovnc (including data tramsnigsiiv))) agresmeeant, anrder
or insttuatition, or by chew, draf;, debiit candi, or simikar order madke by the depassibor and/ payaitde to third pamisss. A
premutboreed tramster indlddss any arvampemeent by the depasitoyy instituiion to pay a third pany from the accaumt of a
depasitbor upam writtem or oral insttaetition (includitvygg an ordlar receiesld througyh an awtonsédd cleaiimy house (ACH)) or
any anarmgpemeent by a depassitoyy instfiiibon to pay a thirdl panty from the accoumt of the depasitor at a pradeétermimed
time or on a fixed! schextilde. Sucih an accaumt is not a transedtiion accaumt by virtue of an arramgpemeent that pesvmits
tramsffzss for the pumpsse of repajig loams and assuuiédd exparsess at the samee depuasitoyy instituibon (as ooijgivedor
or sewiiesy) or that pemniiss tramsfess of fundis from this accmumt fo anattfesr accaunt of the sawme depassitor at the same
inggiftiion or pemniiés withdfeavedd's (paymmavgs diredlly to the depasitoy) from the accoumt whem—sueh—irarsfess—or
mmsammb%mmmgwwmd4mmhm—mpm—%mmwms—m
madfe-by-telepifepre-(va-cheak-mailkstto-the-depesitoy) regradibsss of the numiteer of such transfsss or withttideavas.

4 |n order to ensure that no move tham the permiitéeld nunmiteer of withdiravedds or transfess are madis, for an acomumt to
conme withim the definttion of Ssawviggs depwsil,” a depassiboyy institution must aitther:

(a) Prexent withdtravalds or tramstiess of fundts fromn this acomumt that are in exoesss of the limiits estatiisbiedd by ppaegyaph
(D) of this sectton, or

(b) Adapt procetires to movitor those tramsfess on an ex post basis and conmtat! customeers who excest fhe
estatiiéhead limits on more tham occasioiabl basiss. For custonesss who contmiee to violate those limits after they have
bean comtatéed by the depwssiboyy instituiion, the depwsiboyy instituition must eitfiar close the acocamumt and plaze the
fundfs in anottteer acoaumt that the depasitor is eligitbée to maintain or take away the tramster and drafff capemifiées of the
acoumt. An acooumt that autfoizess withdicavelfs or transfess in excess of the pemnittédd numteer is a traassction
acoumt regamiéess of whetfesr the awtfoiizdd numtiser of tramsatiions is actumly madfe. For acomumés deswiffedd in
paragaahh (d)(2) of this sectrn, the institiibon at its opfian may use, on a consiséawt basis, eithar the date on the
chea, draifi, or similtar item, or the date the itemn is paid! in applyrng the limiks impassed by that ssfion.



